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SIGNIFICANT CHANGES FOR 2007-08

Highlighted paragraphs and sentences in this Appendix correspond to significant changes or information
expanded in 2007-08. Minor changes to dates and other sentences are not highlighted. District personnel and
their auditors are encouraged to read the entire document for the most comprehensive understanding of
auditing and reporting Fund 15 and to read the “Changes” section of the Introduction in The Audit Program for
changes that relate to all districts.

New Jersey Administrative Code Revisions during Fiscal Year 2008

New Jersey Administrative Code as it relates to districts required to use school-based budgeting, N.J.A.C.
6A:10A and N.J.A.C. 6A:10 were adopted on November 2, 2007 and March 19, 2007, respectively, and
supercede N.J.A.C. 6A:23 where inconsistencies occur. The 2007-08 fiscal impact of N.J.A.C. 6A:10A relates
to school-level budget and financial reporting requirements; and, district and school-level budgetary transfers
requiring Department approval. The 2007-08 fiscal impact of N.J.A.C. 6A:10 are enhanced cost efficiency
requirements and enhanced travel and travel related expenditure payment requirements. Pursuant to N.J.A.C.
6A:10A-7.1(a)9, districts required to use school-based budgeting shall not establish tuition reserves at June 30,
2008. The full text of the adopted codes and their amendments can be found at
http://www.nj.gov/education/code.

Additional Education Opportunity Aid (EOA) — Incremental Cost of Opening a New School Facility
Grant Funds

Districts required to use school-based budgeting were also awarded EOA to fund the incremental cost of
opening new school facilities. The new school facilities portion of the EOA award was required to be recorded
in the special revenue fund and accounted for and spent in accordance with the spreadsheet that accompanied
the award letter. The portion of EOA awarded to fund the incremental costs of opening a new school facility
was to provide the districts with the funds necessary to hire teachers and purchase items necessary to open the
school for student use once construction was complete.

Audit requirements of these funds are contained in the State Aid/Grant Compliance Supplement. A CAFR
schedule entitled “Additional EOA — Incremental Cost of Opening a New School Facility” (Exhibit E-6) is
required to be prepared by those districts that received this funding. It is prepared on the budgetary basis of
accounting. Instructions on preparing this schedule are included in this Appendix in the section entitled
“Preparing the Additional EOA - Incremental Cost of Opening a New School Facility Restricted Aid
Schedule.” Any unspent funds or funds that were not spent in accordance with the award are due back to the
Department of Education and shall be reflected as a payable at June 30, 2008.

Education Opportunity Aid (EOA) and Discretionary Education Opportunity Aid (DEOA)

The amount of EOA awarded to each district required to use school-based budgeting in their state aid printouts
on March 13, 2007 was calculated as the greater of the amount to equalize spending between “I” and “J”
districts or the district’s final adjusted 2006-2007 Education Opportunity Aid (EOA), including any
supplemental award, less any required general fund tax levy increase. Districts required to raise general fund
tax levy in 2007-2008 were notified of the amount of the required increase in their state aid packet. Affected
districts were Asbury Park, Elizabeth City, Garfield, Harrison Town, Hoboken, Jersey City, Keansburg, Long
Branch, Neptune Township, New Brunswick, Newark, Pemberton Township, Perth Amboy, Phillipsburg,
Union City and West New York.

Districts required to use school-based budgeting that did not seek additional aid beyond parity or a 3% state aid
increase were eligible for an expedited budget review process and were eligible to deposit funds into a capital
reserve, maintenance reserve and/or emergency reserve. Districts required to use school-based budgeting were
notified of the amount of additional state aid they were eligible for in the chart that accompanied the March 16,
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2007 letter issued by the Commissioner. Those districts that accepted the additional aid and did not seek
additional aid beyond parity or a 3% state aid increase were instructed to record these additional funds on line
287 (Discretionary Education Opportunity Aid) in their budgets.

Districts required to use school-based budgeting that found that a 3% state aid increase substantially impaired
one or more demonstrably needed program, position or service, could have submitted a written application for
the full amount of the request in excess of the state aid included in the March 13, 2007 state aid printouts to
restore such program, position or service. These districts were not eligible for the expedited budget review
process and were not eligible to deposit funds into a capital reserve, maintenance reserve or emergency
reserve. Written applications and budgets were reviewed to determine the amount of additional funds that
were needed, after identifying reallocations within the budget, to fund the demonstrably needed programs,
positions or services requested. Awards of additional EOA referred to as Discretionary Education Opportunity
Aid (DEOA) were included in the budget approval letters of the applicant districts. Districts required to use
school-based budgeting that received DEOA in 2007-08 are Bridgeton City, Camden City, East Orange,
Elizabeth City, Gloucester City, New Brunswick City, Passaic City and Salem City.

DEPA and DLNA Carryover at June 30, 2008

Districts were advised to budget DEPA and DLNA carryover as unrestricted general fund revenue for 2008-09
(2008-09 Budget Guidelines P. 26). This treatment results in a change in the presentation of DEPA and DLNA
carryover at June 30, 2008. The amounts budgeted in 2008-09 can be found on Supporting Documentation
Item 8(a)4 Recapitulation of Selected Revenues (line 360) from the 2008-09 final approved budget. For year-
end June 30, 2008, DEPA and DLNA carryovers are to be recorded and reported as an interfund receivable and
deferred revenue in the general fund and an interfund payable and a corresponding deferred revenue reduction
in the special revenue fund equal to the audited carryover, line 7 of the Calculation of Budget & Carryover for
the DEPA program, and line 5 of the Calculation of Budget & Carryover for the DLNA program. Deferred
revenue should be recognized as general fund revenue in fiscal year 2008-09.

Encumbrance Testing

Although not new for 2007-08, the Department would like to stress the importance of encumbrance testing.
The procedures outlined in the Encumbrance HOTLINE issued by Assistant Commissioner Rosenberg on
September 16, 2003, available at the web site http://www.nj.gov/education/finance/fp/audit/0405/po.pdf and
included in The Audit Program should be applied to all encumbrances regardless of the source of funds in
districts required to use school-based budgeting. This includes general fund district-wide encumbrances,
school-level encumbrances, preschool program encumbrances, DEPA encumbrances, etc.

Cost Savings Programs (N.J.A.C. 6A:10-2.1)

The requirement for all districts required to use school-based budgeting to implement cost savings programs
and operate in a cost efficient manner continues for the 2007-08 fiscal year pursuant to N.J.A.C. 6A:10-2.1.

N.J.A.C. 6A:10-2.1(d) requires school-based budget districts to use participate in available cost-saving
programs that include the Alliance for Competitive Energy Services (ACES), the Alliance for Competitive
Telecommunications (ACT), the New Jersey School Boards Association Insurance Group (NJSBAIG) or a
joint insurance fund, the New Jersey State Health Benefits Plan, and to be current in submitting all claims for
reimbursable costs under the Federal E-rate program for use of the Internet, or to demonstrate savings equal to
or greater than the savings that would have been generated by participating in these cost savings programs.

Auditors are required to determine whether the district was participating in the cost savings programs listed in
N.J.A.C. 6A:10-2.1 during 2007-08 and document participation or non-participation on the Audit
Questionnaire. If the district was not a member of these cost savings programs during 2007-08, the district is
required to provide evidence to the auditor as to why they did not participate and if greater savings were
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achieved. Auditors are required to report a finding if greater savings were not achieved. Auditors are also
required to determine whether the district is maximizing its participation in all areas of the Federal E-rate
program.

N.J.A.C. 6A:10-2.1(d)9 requires the district to maintain an accurate, complete and timely position control
roster to certify the actual number of employees who are being paid for work performed. The position control
roster is required to be integrated with the school district’s payroll system; agree to the account code in the
budget software; and, contain the fields detailed in N.J.A.C 6A:10-2.1(d)9i. through xvii. Auditors are
required to determine whether the district has an accurate, complete and timely position control roster
containing the fields required in N.J.A.C. 6A:10-2.1(d) and document the results of this testing on the Audit
Questionnaire.

N.J.A.C. 6A:10-2.1(d)14 requires each school-based budget district to document that it has taken appropriate
steps to ensure maximum participation in the Special Education Medicaid Initiative (SEMI) program or any
State-mandated program designed to maximize Medicaid enrollment of eligible students. Auditors are
required to determine if the district maximized enrollment of eligible students and document the results on the
Audit Questionnaire.
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INTRODUCTION

This Appendix A to The Audit Program addresses audit and reporting issues specific to districts required to
use school-based budgeting. These districts may be referred to as school-based budget districts in this
document.

The Blended Resource Fund (Fund 15), a subfund of the general fund, was created to allow budgeting of
school-level appropriations and accounting for school-level expenditures. N.J.A.C. 6A:10A-7.1(a)1 requires
all local, State and Federal funds to be considered as revenue available for the general fund unless expressly
restricted by Federal law, or written contract, for the purpose of implementing the school and district two-year
reports on instructional priorities.

As a result of N.J.A.C. 6A:10A-7.1(a)1, the general fund in a district required to use school-based budgeting
includes Funds 11-13, which collectively represent the operating fund of the district, and a Fund 15 for each
school. Fund 15 is school-level accounting while Funds 11 — 13 are district-level accounting. Transfers to
Fund 15 from the general fund (Fund 11) or from the special revenue fund (Fund 20) are reflected as
“Contribution to School-Based Budgets.”

The instructions in this document will assist in the preparation of the additional statements/schedules and the
modifications to the existing schedules required to report school-level activities. District staff and their
auditors should refer to the NJDOE web site http://www.nj.gov/njded/finance/fp/cafr/for sample statements which
can be downloaded and are available for use in the excel format. The sample statements are not all inclusive.
Note that in certain illustrative schedules in this Appendix only the first and last pages are included. The entire
Special Revenue Combining Schedule of Program Revenues and Expenditures — Budgetary Basis (Exhibit E-1)
is included to show the amounts that are used in other schedules. Instructional Supplemental Aid (ISA) is not
applicable to districts required to use school-based budgeting, but is included as part of the sample statements
that are also on the website noted above for use by all districts.

The outline below provides an overview of the statements or schedules discussed in this Appendix.

Section |

Additional schedules for districts required to use school-based budgeting (illustrations are included in this
document)

CAFR statement/schedule title CAFR Exhibit No.

Blended Resource Fund 15 - Schedule of Blended Expenditures - Budget and Exhibit D-3 series
Actual [for each school and a district-wide summary]

Blended Resource Fund 15 - Schedule of Expenditures Allocated by Resource Exhibit D-2 series
Type - Actual [for each school and a district-wide summary]

General Fund — Combining Balance Sheet Exhibit D-1
Combining Budgetary Comparison Schedule — General Fund Exhibit C-1a
Schedule of DEOA Expenditures — Budget and Actual Exhibit D-4
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Worksheet of Encumbrances Allocated by Resource Type for Goods or N/A
Services Received after June 30, 2008 (Encumbrance Worksheet) [not
included in the CAFR but needed to prepare the Budgetary Comparison
Schedule — Special Revenue Fund]

Restricted State Aid Schedules
= Early Childhood Program Aid (ECPA) Exhibit E-3 series

»= Additional EOA - Incremental Cost of Opening a New School Exhibit E-6 series
Facility — Budgetary Basis

Section 11
Schedules which are required for all districts, minor modifications needed to include the Fund 15 activities
(illustrations are in this Appendix).

Budgetary Comparison Schedule - General Fund Exhibit C-1
Budgetary Comparison Schedule — Special Revenue Fund Exhibit C-2
Special Revenue Fund Combining Schedule of Revenues and Expenditures — Exhibit E-1

Budgetary Basis
Restricted State Aid Schedules
= Demonstrably Effective Program Aid (DEPA) Exhibit E-2 series
= Distance Learning Network Aid (DLNA) Exhibit E-4
Schedules required for compliance with Single Audit; illustrations are in this Appendix.
Schedule of Expenditures of Federal Awards/Schedule A Exhibit K-3

Schedule of Expenditures of State Financial Assistance/Schedule B Exhibit K-4

Notes to Schedules of Expenditures of Federal Awards and State Financial Exhibit K-5
Assistance

Schedules required under GAAP with minor modifications to include the Fund 15 activities. (Examples are not
included in this document, instead see NJDOE web site http://www.nj.gov/njded/finance/fp/cafr/)

Governmental Funds — Balance Sheet Exhibit B-1
Statement of Revenues, Expenditures and Changes in Fund Balances Exhibit B-2
Notes to Required Supplementary Information Exhibit C-3
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SCHOOLWIDE PROGRAMS

One of the requirements of implementing schoolwide programs is to integrate, whenever possible, all local,
state and federal resources into one funding stream to implement the applicable year of the school’s two-year
report on instructional priorities. It is therefore important that districts are cognizant of the federal laws
permitting blending of federal resources, particularly the Improving America’s Schools Act of 1994 (IASA)
P.L. 103-382, amendments to the Elementary and Secondary Education Act of 1965 (ESEA), Title I, Part A.
ESEA was reauthorized by the No Child Left Behind Act of 2001 (NCLB) (P. L. No. 107-110 enacted January
8, 2002). Refer to http://www.nclb.gov and http://www.nj.gov/njded/grants/entitlement/nclb/ for details of
NCLB. In addition, the United States Department of Education (USDOE) website (www.ed.gov) provides
written  guidance, program ideas and audit information on schoolwide programs at
http://www.ed.gov/admins/lead/account/swp.html?exp=0. Included at that site is a July 2, 2004 document
titled “Notice Authorizing Schoolwide Programs to Consolidate Federal Education Funds.” A power point
presentation on schoolwide programs can be found at http://www.ed.gov/admins/lead/account/sw/edlite-
index.html. Information on Title I is available at
http://www.ed.gov/programs/titleiparta/legislation.html?exp=0 . Non-Regulatory Guidance “Title | Fiscal
Issues: Maintenance of Effort, Comparability, Supplement, Not Supplant, Carryover, Consolidating Funds in
Schoolwide Programs, Grantback Requirements” was issued in February 2008. This guidance is available at
http://www.ed.gov/programs/titleiparta/fiscalguid.doc .

The basics of a schoolwide program are summarized below. The above resources should be referenced for
more detailed and specific information related to operating a schoolwide program.

NCLB permits a local educational agency (LEA) to consolidate and blend funds “together with other federal,
state and local funds, in order to upgrade the entire educational program of a school that serves an eligible
school attendance area in which not less than 40 percent of the children are from low-income families, or not
less than 40 percent of the children enrolled in the school are from such families” (NCLB 8§1114). The
purpose is to increase the academic achievement for all students in the school by allowing schools to integrate
their programs, strategies and resources. Specifically excluded from this provision are Reading First and
Emergency Impact Aid funds provided for a displaced student reported as a child with a disability.

A Title | targeted assistance program uses Title I, Part A funds only for the provision of supplementary
educational services to eligible children who are failing, or at risk of failing, to meet state standards. In a Title
I schoolwide program, a school is not required to provide supplementary services to identified children but
instead can upgrade the entire educational program in the school.

In order to be eligible for a Title | schoolwide program, the school must be eligible for the Title | program;
receive Title I, Part A funds; have at least 40 percent of the children enrolled in the school or residing in the
school attendance area be from low-income families; comply with a year of planning; meet the nine essential
program components and, have an approved schoolwide program plan. Simply being a school in a district
required to use school-based budgeting does not make the school eligible to operate a schoolwide program. To
promote effective, long-term planning, a school can maintain its schoolwide program eligibility even if it drops
below the 40 percent poverty threshold. However, the school must still meet Title I eligibility and receive
Title I funds.

Title 1 eligibility is a prerequisite of schoolwide program eligibility. Without an approved schoolwide
program, a school is not permitted to blend federal funds with state and local finds. These ineligible schools
that are required to use school-based budgeting may only blend state and local funds.

Only dligible Title | schoolsreceiving Title | funds may operate schoolwide programs.
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OUTLINE FOR COMPREHENSIVE ANNUAL FINANCIAL REPORT

INTRODUCTORY SECTION

Page
Letter of Transmittal
Organizational Chart
Roster of Officials
Consultants and Advisors

FINANCIAL SECTION
Independent AUAITOr SREPOIT ......cociiiiiiieieere et renre e

Required Supplementary Information - Part |
Management's Discussion and ANaIYSIS.......c.uveve i e e v

Basic Financial Statements

District-wide Financial Statements:

A-1 SEALEMENT OF NEE ASSEES. ..o ereeei ittt et e st e s s et e s e e e e st eessr et e ssrnreeessreeessaneeas
A-2 SEAEMENT OF ACKHIVITIES ..viiiiceiiii et e e s s aaaeas

Fund Financial Statements:

Governmental Funds:
B-1 BAIANCE SNEEL ...ttt s e e e arreas
B-2 Statement of Revenues, Expenditures, and Changes in Fund Balances ............c...........
B-3 Reconciliation of the Statement of Revenues, Expenditures, and

Changes in Fund Balances of Governmental Funds to the

StAtEMENT OF ACHIVITIES . ..ocviiiiiii e

Proprietary Funds:

B-4 StAtEMENT OF NET ASSELS.....viiiiii st e e e e sb e aeeaeenae s
B-5 Statement of Revenues, Expenses, and Changes in Fund Net ASSets ........cccccovcvvveeenne.
B-6 Statement 0f CaSh FIOWS .......ccoiiiiiiiie e
Fiduciary Funds:

B-7 Statement of Fiduciary Nt ASSELS ........ccveiiiiiiiiee e

B-8 Statement of Changes in Fiduciary Net Assets
Notestothe Financial Statements..........covvieiie i e e e

Required Supplementary Information - Part 11

Budgetary Comparison Schedules:

C-1 Budgetary Comparison Schedule - General FUNd ........c.cccooviiiieeneiececeeeese s
C-la  Combining Budgetary Comparison Schedule - General Fund ..........cccccoeovevviieiennnnnns
C-2 Budgetary Comparison Schedule - Special Revenue Fund ..........ccccccoeveveiieiie e,

Notesto Required Supplementary Information:

C-3 Budget to GAAP ReCONCIHALION .......coiiiieie i

10
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Other Supplementary Information

Schedules Required for Districts Required to Use School-Based Budgeting
(General Fund):

D-1 Combining Balance Sheet (REQUITE) ......ccvevveiviiiieieii e
D-2 Blended Resource Fund —Schedule of Expenditures Allocated by

RESOUICE TYPE — ACHUAL ......cveeeieeciee e
D-3 Blended Resource Fund —Schedule of Blended Expenditures — Budget

AN ACIUAL ...ttt e e ns
D-4 Schedule of DEOA Expenditures — Budget and Actual ..........cccccevevivvivnieerenieneseneenn,

Special Revenue Fund:

E-1 Combining Schedule of Program Revenues and Expenditures

Special Revenue Fund — Budgetary BasiS.........ccoovvveriiiiisieerese e
E-2 Demonstrably Effective Program Aid Schedule of Expenditures —

BUAQELANY BASIS .. vveveeiiiieiiieie e sie ettt sttt sn e saenae e e nne s
E-3 Early Childhood Program Aid Schedule of Expenditures — Budgetary

BSIS .ttt et e re et reete e e reareers
E-4 Distance Learning Network Aid Schedule of Expenditures —

BUAQELANY BASIS ...vevveuiiiiiieiieie ettt sttt st nne e
E-5 Instructional Supplement Aid Schedule of Expenditures — Budgetary

Basis (N/A to districts required to use school-based budgeting) ..........cccocoevrvnnnene.
E-6 Additional EOA - Incremental Cost of Opening a New School

Facility — BUdgetary BasSiS. .. ... c.uueiiriie it i e e e e e e e e

Capital Projects Fund:

F-1 Summary Schedule of Project Expenditures
F-2 Summary Schedule of Revenues, Expenditures, and Changes in Fund Balance — Budgetary

F-2(x) Schedule(s) of Project Revenues, Expenditures, Project Balance, and Project Status —
Budgetary Basis

Proprietary Funds:

Enterprise Fund:

G-1 Combining Schedule Of NEt ASSELS ......ccveieiirereeiere s
G-2 Combining Schedule of Revenues, Expenses and Changes in Fund

BT ASSEES ..veiitie ettt ettt e e et et et e et e et e e srte e st e e e e et e et e e nrae e arreeanreeareeans
G-3 Combining Schedule of Cash FIOWS..........ccooiiieiiiiinciec e
Internal Service Fund:
G-4 Combining Statement Of Nt ASSELS.......ceviiiiirieie e
G-5 Combining Statement of Revenues, Expenses, and Changes in Fund

INBE ASSELS ...ttt ettt et s et et e e et e st e e te e e ee st e e et e et et e reneene e rere s
G-6 Combining Statement 0f Cash FIOWS ..........cociviiiiiiiiine s

Fiduciary Funds:

H-1 Combining Statement of Fiduciary Net ASSetS........ocvviveiiiiiiii i e,
H-2 Combining Statement of Changes in Fiduciary Net Assets..........c.ccoveviieeiiennnns
H-3  Student Activity Agency Fund Schedule of Receipts and Disbursements............
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H-4  Payroll Agency Fund Schedule of Receipts and Disbursements...........cccceevevervrinnenn.

l. Long-Term Debt:
I-1 Schedule of Serial BONGS........ccccvoiiiiiieiiee e
I-2 Schedule of Obligations under Capital Leases ........ccccveveveerieriereeiieieiese e
I-3 Budgetary Comparison Schedule - Debt Service Fund...............cooeeiviiiineennn,

STATISTICAL SECTION (Unaudited)

Introduction to the Statistical Section

Financial Trends
J-1 Net Assets by Component
J-2 Changes in Net Assets
J-3 Fund Balances — Governmental Funds
J-4 Changes in Fund Balances — Governmental Funds
J-5 General Fund Other Local Revenue by Source
Revenue Capacity
J-6 Assessed Value and Estimated Actual Value of Taxable Property
J-7 Direct and Overlapping Property Tax Rates
J-8 Principal Property Taxpayers*
J-9 Property Tax Levies and Collections
Debt Capacity
J-10  Ratios of Outstanding Debt by Type
J-11  Ratios of General Bonded Debt Outstanding
J-12 Direct and Overlapping Governmental Activities Debt
J-13  Legal Debt Margin Information
Demographic and Economic Information
J-14  Demographic and Economic Statistics
J-15  Principal Employers
Operating Information
J-16  Full-time Equivalent District Employees by Function/Program
J-17  Operating Statistics
J-18  School Building Information
J-19  Schedule of Required Maintenance Expenditures
by School Facility
J-20  Insurance Schedule

*Private citizens should be listed as Individual Taxpayer 1, Individual Taxpayer 2, etc.

SINGLE AUDIT SECTION

K-1 Report on Internal Control over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial
Statements Performed in Accordance with Government Auditing
SEANCANTS ..ot

K-2 Report on Compliance with Requirements Applicable to Each Major
Program and on Internal Control Over Compliance in Accordance
with OMB Circular A-133 and New Jersey OMB Circular Letter
0404 ..ottt ettt ettt et et te et re et e ans

K-3 Schedule of Expenditures of Federal Awards, Schedule A........ccccoocv e
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Schedule of Expenditures of State Financial Assistance, Schedule B............ccccceeven..e.

Notes to the Schedules of Awards and Financial ASSIStanNCe ........cc.cooevveveviieeevieiee e,

Schedule of Findings and Questioned Costs

Summary Schedule of Prior Audit Findings
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SECTION |

SCHEDULE INSTRUCTIONSFOR DISTRICTSREQUIRED TO USE
SCHOOL -BASED BUDGETING

SCHOOL-LEVEL SCHEDULES

BLENDED RESOURCE FUND 15 - SCHEDULES OF BLENDED EXPENDITURES—-BUDGET AND
ACTUAL (EXHIBIT D-3 SERIES)

Overview:

The Blended Resource Fund - Schedules of Blended Expenditures — Budget and Actual (Exhibit D-3 series)
are prepared from the district’s records and are the responsibility of the district. A separate schedule for each
school is prepared as well as a district-wide schedule. These schedules detail the budget and actual
expenditures incurred to implement the current year of the two-year report on instructional priorities in the
individual schools. These schedules are included as Other Supplementary Information in the CAFR (See
Outline of CAFR). Comparative schedules are not required. Sample schedules are included in this Appendix
and are available in excel format on the DOE Finance/CAFR  website at:
http://www.nj.gov/njded/finance/fp/cafr/.

The United States Department of Education (USDE) has given districts that have an approved schoolwide
program the authority to combine certain federal resources. Funds are viewed as combined at the time they are
expended. This is accomplished in New Jersey by requiring these schools to record school-based budget
expenditures in the Blended Resource Fund (Fund 15). Fund 15 is considered a sub-fund of the general fund.
Revenues are recorded in Fund 15 as operating transfers from the general (Fund 10) and special revenue funds
(Fund 20).

N.J.A.C. 6A:10A-7.1(a)l requires all local, State and Federal funds to be considered as revenue available for
the general fund unless expressly restricted by Federal law, or written contract, for the purpose of
implementing the school and district two-year operational plans. This expands the district’s authority to blend
certain federal funds to include certain state and local funding sources. A school that operates a schoolwide
program may consolidate funds from other Federal education programs in addition to Title I, Part A funds to
improve academic achievement throughout the school. Specifically, section 1114(a) (3) (A) of Title |
authorizes the Secretary of Education, through publication of a notice in the Federal Register, to permit
schoolwide programs to consolidate funds from any other noncompetitive, formula grant program or any
discretionary grant program administered by the Secretary of Education and to exempt schoolwide programs
whose funds are consolidated, if the intent and purposes of the programs are met. Specifically excluded from
this provision are Reading First and Emergency Impact Aid funds provided for a displaced student reported as
a child with a disability. A schoolwide program school may not consolidate funds under Subpart | of Part B of
Title I of the ESEA (Reading First) to establish reading programs for students in kindergarten through grade 3.
Certain other Federal programs administered by the Secretary of Education are limited in the amount of funds
that can be consolidated/blended in a schoolwide program. Auditors should consult the July 2, 2004 Federal
Register (Volume 69, Number 127), which can be found at
http://www.ed.gov/legislation/FedRegister/other/2004-3/070204a.html for further guidance on schoolwide
programs and blending.

The following programs are used in the illustrations in this Appendix for blending in school-based budgets.

Title I, Part A: Improving Basic Programs Operated by Local Education Agencies
Title 11, Part A: Teacher and Principal Training and Recruiting Fund

Title Il, Part D: Enhancing Education Through Technology

Title IV, Part A: Safe and Drug-Free Schools and Communities

14


http://www.nj.gov/njded/finance/fp/cafr/�
http://www.ed.gov/legislation/FedRegister/other/2004-3/070204a.html�

Date Issued 7/08

e Title V, Part A: Innovative Programs

The auditor should review the district-wide and school-based budgets to identify which funds were combined
to support the schoolwide program.

The auditor should also ensure that the individual schools have approved schoolwide status if federal
funds are being blended in the school’s school-based budget and that only allowable program funds are
blended in the school-based budget.

Preparation:

The Blended Resource Fund - Schedules of Blended Expenditures — Budget and Actual (Exhibits D-3a through
3c) detail the budgeted and actual expenditures incurred to implement the current year of the school two-year
report on instructional priorities in the individual schools. This schedule should be prepared for each school-
based budget school in the district. Districts are required to include the following columns:

Original Budget

Budget Transfers

Final Budget

Actual

Variance Final to Actual

The original “budgeted” appropriations for districts required to use school-based budgeting are taken from the
school-based budget section of the district’s 2007-08 final approved budget and should include the rollover of
prior year encumbrances. The final budget column is the budget adjusted for approved transfers. Transfers
from instructional accounts to non-instructional accounts require department approval pursuant to N.J.S.A
18A:7F-6(c). N.J.A.C. 6A:10A-7.2(k) eased the requirements of such districts to apply to the department for
approval on school-level transfers, but does not supercede N.J.S.A 18A:7F-6(c). N.J.A.C. 6A:10A-7.2(i)
requires department approval on all transfers into and out of charter school appropriation lines in the district-
wide budget. N.J.A.C. 6A:10A-7.2(j) requires the district to transfer the full amount included on the lines
entitled “Local Contribution — Transfers to Special Revenue” (line 2506) in the 2007-08 approved budget to
the special revenue fund by December 31, 2007 to fully fund preschool. Auditors should refer to these
requirements when reviewing transfers to ensure the district complied with the requirements of N.J.A.C.
6A:10A. P.L. 2004, c. 73 signed into law July 1, 2004 provides restrictions on transfers applicable to all
districts. See the 2007-08 Audit Program, Section 1-4 “Budgets and Transfers” for further guidance on this
statute and the related regulations.

Districts required to use school-based budgeting do not utilize the special schools series of account and budget
numbers in school-based budgets, therefore any budgetary schedules or worksheets will not include these lines.

The original “budgeted” revenues for districts required to use school-based budgeting are reported as operating
transfers below the expenditures, and are obtained from the school-based budget section of the district’s 2007-
08 final approved budget. The budget transfers column is used to record the CAFR adjustments to the
district’s final approved budget for districts that received DEOA in 2007-08, which the districts were notified
of in letters from the Department. Auditors should review the Department’s letter to the district and ensure the
CAFR adjustments are recorded properly in the district’s accounting records. The “actual” revenues are
adjusted (by closing entries) to equal the amount of revenues necessary to exactly offset the individual funding
source’s proportionate share of expenditures and the change in June 30 encumbrances once that amount has
been determined. This amount will be the same as the budgetary basis expenditures calculated on the
encumbrance worksheet (Exhibit ENC-WY/S). A detailed discussion of this calculation is contained in the
section entitled “Preparing the Blended Resource Fund — Schedule of Expenditures allocated by Resource
Type — Actual (Exhibit D-2 series).”
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The Blended Resource Fund - Schedules of Blended Expenditures — Budget and Actual (Exhibit D-3 series)
included in the sample schedules show only the totals of the individual categories from each expenditure
category which would be included in Fund 15. The actual schedules should be prepared detailing all
accountsthat are applicable to the particular school.

After the individual school Blended Resource Fund - Schedule of Blended Expenditures — Budget and Actual
(Exhibits D-3a through D-3b) are completed, a district-wide Blended Resource Fund — Schedule of Blended
Expenditures — Budget and Actual (Exhibit D-3) must be prepared. The district-wide schedule (Exhibit D-3) is
a summation of the individual school schedules (Exhibits D-3a through D-3b). Following the completion of
these schedules, the Blended Resource Fund - Schedule of Expenditures Allocated by Resource Type —Actual
(Exhibit D-2 series) can be prepared.
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INSERT EXHIBIT D-3 (District-wide first page for illustration)
Blended Resource Fund 15

Schedule of Blended Expenditures— Budget and Actual
For Fiscal Year Ended June 30, 2008

To display the District-wide D-3 first page illustration, click on the following link:

Blended Expenditures

Select the tab entitled “Total Fund 15- Exp.Sum.pgl7”.
Selecting print will produce page 17 of this Appendix .

Refer to the DOE website for sample financial statements:
http://www.nj.gov/njded/finance/fp/cafr/
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INSERT EXHIBIT D-3 (District-wide last page for illustration)
Blended Resource Fund 15

Schedule of Blended Expenditures— Budget and Actual
For Fiscal Year Ended June 30, 2008

To display the District-wide D-3 last page illustration, click on the following link:

Blended Expenditures

Select the tab entitled “Total Fund 15- Exp.Sum.pg18”.
Selecting print will produce page 18 of this Appendix.

Refer to the DOE website for sample financial statements:
http://www.nj.gov/njded/finance/fp/cafr/
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INSERT EXHIBIT D-3a (Lincoln School first page for illustration)
Blended Resource Fund 15

Schedule of Blended Expenditures— Budget and Actual
For Fiscal Year Ended June 30, 2008

To display the school #1 (Lincoln) D-3a first page illustration, click on the following link:

Blended Expenditures

Select the tab entitled “Lincoln Exp.Sum.pgl19”.
Selecting print will produce page 19 of this Appendix.

Refer to the DOE website for sample financial statements:
http://www.nj.gov/njded/finance/fp/cafr/
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INSERT EXHIBIT D-3a (Lincoln School last page for illustration)
Blended Resource Fund 15
Schedule of Blended Expenditures— Budget and Actual
For Fiscal Year Ended June 30, 2008

To display the school #1 (Lincoln) D-3a last page illustration, click on the following link:

Blended Expenditures

Select the tab entitled “Lincoln Exp.Sum.pg 20”.
Selecting print will produce page 20 of this Appendix.

Refer to the DOE website for sample financial statements:
http://www.nj.gov/njded/finance/fp/cafr/
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INSERT EXHIBIT D-3b (Washington School first page for illustration)
Blended Resource Fund 15
Schedule of Blended Expenditures— Budget and Actual
For Fiscal Year Ended June 30, 2008

To display to the school #2 (Washington) D-3b first page illustration, click on the following link:

Blended Expenditures

Select the tab entitled “Washington Exp.Sum.pg21”.
Selecting print will produce page 21 of this Appendix.

Refer to the DOE website for sample financial statements:
http://www.nj.gov/njded/finance/fp/cafr/
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INSERT EXHIBIT D-3b (Washington School last page for illustration)
Blended Resource Fund 15
Schedule of Blended Expenditures— Budget and Actual
For Fiscal Year Ended June 30, 2008

To display the school #2 (Washington) D-3b last page illustration, click on the following link:

Blended Expenditures

Select the tab entitled “Washington Exp.Sum.pg 22”.
Selecting print will produce page 22 of this Appendix.

Refer to the DOE website for sample financial statements:
http://www.nj.gov/njded/finance/fp/cafr/
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BLENDED RESOURCE FUND 15 - SCHEDULE OF EXPENDITURES ALLOCATED BY RESOURCE
TYPE — ACTUAL (EXHIBIT D-2 SERIES)

Overview:

The Schedule of Expenditures Allocated by Resource Type - Actual (Exhibit D-2 series) is prepared from the
district’s records and is the responsibility of the district. A separate schedule is prepared for each school in
order to calculate surplus/carryover by funding source at the school level. The individual school-level
carryovers are added together to determine the district-wide surplus/carryover by funding source. Comparative
schedules are not required. These schedules are to be included in the Other Supplementary Information section
of the CAFR (see OUTLINE OF CAFR). Sample schedules are available on the DOE Finance/cafr website at
http://www.nj.gov/njded/finance/fp/cafr/.

The resource types and amounts included on the Schedule of Expenditures Allocated by Resource Type- Actual
represent the resources, including June 30, 2007 fund balance reserved for encumbrances associated with the
general fund contribution at June 30, 2007, and any deferred revenue or carryover from 2006-07 which was
budgeted in 2007-08 to fund the current year of the school two-year report on instructional priorities. The June
30, 2007 encumbrances allocated to the restricted federal resources are a component of the June 30, 2007
deferred 